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OIL AND GAS LEASE 



THIS OIL AND GAS LEASE (hereinafter called the "Lease") is executed by the parties hereto on the dates shown in then- 
respective acknowledgments hereinbelow, to be effective for all purposes, however, as of A/^e^^, ?& ? J o€r> , 
2007 (hereinafter called the "Effective Date"). This Lease is made and entered by and between 3 G's Realty Company 
LLC having a mailing address for all purposes hereunder of 9293 Bonta Bridge Road, Jordan, NY 13080, hereinafter 
called LESSOR, and SENECA RESOURCES CORPORATION, a New York corporation, having an office at 60 Earhart 
Drive, Suite 1, Williamsville, New York 14221, hereinafter called LESSEE: 

WITNESSETH, that LESSOR, for and in consideration of the covenants and agreements herein contained on the part of 
LESSEE, to be paid, kept and performed, the receipt and sufficiency of which is hereby acknowledged, has granted, 
demised, leased and let, and by these presents does hereby grant, demise, lease and let unto LESSEE, its successors and 
assigns, for its exclusive use and possession, for the purposes of (1) mining, exploring for (including geophysical 
exploration activities), producing, treating, drilling for and operating for oil and gas, (2) storing gas in any underlying strata 
of the premises and withdrawing therefrom gas, whether or not originally produced from other lands, and (3) constructing, 
operating, using, maintaining and removing on or from the premises wells, pipelines, tanks, stations, roads, cathodic 
protection devices, water (except from LESSOR'S wells), oil and gas necessary for construction and operations, and other 
supplies, devices, structures, equipment and facilities that are now or may in the future be necessary for or convenient in 
producing, withdrawing, storing and transporting oil and gas, all that tract or parcel of land described as follows: 



Town or Township: Brutus 



Tax Parcel No. 
Tax Parcel No. 
Tax Parcel No. 
Tax Parcel No. 
Tax Parcel No. 



78-1-32.3 

78-1-1 

78-1-35.113 

78.-1-2 

72-1-4 



County: Cayuga 

Deed Book/Liber: 1290 Page:299 

Deed Book/Liber: 1 1 20 Page:223 

Deed Book/Liber: 1290 Page:299 

Deed Book/Liber:980 Page:8 1 

Deed Book/Liber: 1158 Page: 1 62 



State: 



NY 



Acres (more or less): 1 .9 
Acres (more or less): 9.7 
Acres (more or less): 25.9 
Acres (more or less): 297.21 
Acres (more or less): 60.2 



{recording reference are to the deed or other official real property records of the county shown); containing for the purpose 
of calculating rentals and royalties, the number of acres shown above, whether actually containing more or less. In addition 
to the above described land, any and all strips, gores, strings or parcels of land adjoining or contiguous to the above 
described land and owned or claimed by LESSOR are hereby leased to LESSEE. All tracts or parcels of land leased to 
LESSEE herein, including strata and horizons underneath the surface thereof, are herein referred to as "the premises." For 
purposes of this Lease, oil and gas includes all hydrocarbons and other substances produced or associated therewith. 

It is agreed that this Lease shall remain in full force and effect until midnight on the Fifth(5 th ) anniversary of the 
Effective Date hereof (the primary term) and as long thereafter as (1) drilling operations continue with due diligence, 
provided that LESSEE has commenced drilling operations on any portion of the premises or any lands pooled or unitized 
therewith, within the primary term, (2) an application for a drilling permit is pending with the appropriate authorities, and 
LESSEE, after grant of such permit, commences drilling operations within a reasonable time thereafter and continues same 
with due diligence, provided said permit application was filed prior to the expiration of the primary term, (3) oil and gas or 
either of them is produced or withdrawn from any portion of the premises or any lands pooled or unitized therewith, (4) gas 
storage operations are conducted in or on any portion of the premises, or (5) a completed oil or gas well would be capable 
of producing oil or gas from any portion of the premises or any lands pooled or unitized therewith, but for acts of God, 
unavailability or interruption of markets or pipelines, or any other causes, which have caused LESSEE not to commence 
production from such well or to suspend production from such well. 



IN CONSIDERATION OF THE PREMISES: 

A. The LESSEE covenants and agrees as follows: 

l sr - To complete a well on the premises within three months of the date hereof or pay to LESSOR on or before such 
three month anniversary and annually thereafter the sum of Five and No/ 100 dollars ($5.00) per net mineral acre leased for 
each twelve (12) months for which completion of a well is delayed (such payment may be hereinafter referred to as a delay 

BKI3M PG037 



65887"jk 



rental); and it is agreed that completion of a well shall be a full liquidation of all delay rental under this provision during the 
remainder of the term of this Lease. 

n r l ~ T v Pay tG LESS0R the of (0 a r °y alt y of one-eighth (1/8) of eight-eighths (8/8) of the gross proceeds 

(less all applicable excise taxes, including production, severance and windfall profits taxes, and less transportation 
compression, dehydration, processing, treatment and gathering costs, if any) realized from the sale of gas produced or 
withdrawn from those strata or horizons of the premises not used for storage of gas, and from the sale of oil produced or 
withdrawn from the premises, which gas and oil is sold and used off the premises, or (2) with respect to gas only a 
minimum royalty of two hundred dollars ($200.00) annually per gas well, for the period beginning on the date 'of 
completion of said gas well; and it is agreed that the plugging and abandoning of a well shall be a full liquidation of all 
royalty with respect to such well during the remainder of the term of the Lease. 

3 rd - To pay to LESSOR an annual storage rental of $2.00 per acre for the utilization of one or more strata in the 
premises for storage operations, for so long as any stratum is so utilized, and to give to LESSOR written notice of the use of 
the premises for storage operations; and it is agreed that said storage rental is in lieu of delay rental and royalty payments 
except that storage rental and royalty payments shall be paid simultaneously by LESSEE if LESSEE simultaneously 
conducts storage operations in one or more strata in the premises and produces oil or gas from one or more other strata- and 
it is further agreed that the termination of gas storage operations shall be a frill liquidation of all storage rental during the 
remainder of the term of this Lease. 

4 th - To correct any damages LESSEE may cause to crops, fences or structures as a result of its operations, and to 
restore, as much as possible, all surface used by LESSEE to its condition existing prior to drilling, or at LESSEE'S option 
to pay to LESSOR reasonable damages, provided that LESSEE has received written notice from LESSOR specifying the 
damages. fe 

5 th - To drill no well within two hundred (200) feet of any dwelling or bam now on the premises without the written 
consent of the LESSOR. 

B. The LESSOR covenants and agrees as follows: 

1 st - To erect no dwelling or barn within two hundred (200) feet of any producing well drilled on the premises or any 
acreage pooled or unitized therewith, or within fifty (50) feet of any pipeline, without the written consent of the LESSEE. 

2 nd - That LESSOR has full title to the premises and to all the oil and gas therein at the time of granting this Lease 
and forever warrants title to the leasehold estate hereby conveyed to LESSEE, that LESSEE shall have exclusive full and 

?S?c£f? SSi0n J ° f thC PremiSeS f ° r tkG pUFp0SeS Set f0rth herein ' md that LES SOR shall not interfere in the operations of 
LESSEE hereunder. v 

C. It is mutually agreed by and between LESSOR and LESSEE as follows: 

1 st - LESSEE shall have the right at any time to redeem for LESSOR, or otherwise acquire for payment, any mortgage 
t^fS Ti u 115 °u enc ™ br ^ u P° n premises that may in any manner affect the LESSEE'S interest therein, and 
LESSEE shall be subrogated in full to all the rights of the holder thereof the same as if LESSEE were the original owner of 
said mortgage, hen or encumbrance, and LESSEE may reimburse itself by applying to the discharge of any such mortgage 
lien or other encumbrance any royalty or rental owed or accruing hereunder. 

2 nd - LESSEE shall have the exclusive right to employ all or any of the oil or gas strata in the premises for the storage 
of gas, and may reopen and reclaim any and all abandoned wells on the premises that may have penetrated said strata, or 
ttrUT W a °u f Te ?u eS : -n ^ PUrp ° Se ° f fredy Educing stori ng gas in such strata and recovering gas 
f^T \ uT L , ? ^"^ T pened ° r redaimed ° n ^ premises in order for g* 8 t0 be s tored in the premises, 
r^flf t I "I ge *t t0 ? h 1 ? her iS bdng St0r6d m ^ premises > 311(1 its determination shall be final and 
conclusive. Storage of gas hereunder shall not diminish any of LESSEE'S other rights under this Lease. 

nf t Jl^[ LESS £ R 0WnS l6SS J 113 "/ 11 ° f ^ 0il md gas rightS in ^ P remises > LESSOR shall be entitled to only a share 
of the ren als royalties or any other forms of compensation due under the terms of this Lease equivalent to the proportion 

^t°^il™ nghtS °T d * L u SS °f If LESS ° R 0WnS l6SS than aH ° f the stora S e ri ghts - the premises^sToR 
T F^OP t ^ * 77 0rt J 0nate share of stora ge centals equivalent to the proportion of such storage rights owned by 
LESSOR. Unless deeds of conveyance or other, insmmients of record otherwise provide, storage rentals shall be 
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apportioned equally between ownership of the surface of the premises and ownership of the gas rights therein If LESSEE 
^i' ental ° r r °y alt y Payments to LESSOR in excess of LESSOR'S entitlement thereto, LESSOR shall refund to 
™ suc i such Pfy ments ma de by LESSEE under this Lease as shall be proportionate to the title not held by 

« , ??! , may rCdUCe subse( » uent Payments in the same proportion. If LESSOR does not timely provide such 
refund, LESSEE may also reduce payments to LESSOR by the amount that should have been refunded. 

4 th - In case of a conveyance or reservation of all or a part of or an undivided interest in the premises LESSEE shall 
apportion all entitlements or benefits under the Lease according to interest, acreage, or the terms of the conveyance as the 
case may be (except as provided in 5 th hereof). Notwithstanding the above, LESSEE may continue to pay or provide all 
such entitlements or benefits to LESSOR until furnished with the original or a certified copy of the deed of conveyance or 
other documents or proof of conveyance, so that LESSEE may identify the land or interests conveyed as being all or part of 
the premises. In case of notice of any adverse claim to the premises or any portion thereof or interest therein, whether or 
not in connection with a conveyance, LESSEE may withhold any or all entitlements or benefits under this Lease until such 
claims and the entitlements and benefits are, in LESSEE'S sole discretion, decided by compromise, or by final decree of a 
court of competent jurisdiction, and to this end LESSEE may file a petition for interpleader. 

u t i!c~^ E ? S ° R *? ereby f, X ° eptS 311(1 reserves from ^ one gas-producing well on the premises completed and operated 
by LESSEE (excepting wells utilized for storage), for so long as gas is capable of being produced from such well a 
quantity of gas in the amount of two hundred thousand (200,000) cubic feet of gas per year. Notwithstanding the 
foregoing, LESSOR hereby permanently waives any right to obtain such reserved gas through a taking in-kind In 
consideration of LESSOR'S waiver of said right, Lessee agrees to honor the reserved gas obligation by paying to LESSOR 
the cash equivalency for such gas at the average wellhead price received by LESSEE for the preceding production year 
Said price shall be based on seven-eighths (7/8) of the gross proceeds realized from the sale of gas produced from the lease 
premises (less all applicable excise taxes, including production, severance and windfall profits taxes, and less 
transportation compression, dehydration, processing, treatment and gathering costs and any other costs necessary or 
incidental to the marketing of said gas). Lessee shall make one (1) payment annually for the value of said reserved gas the 
timing of such which will be made in such a manner that allows the price computation to be made based upon the average 
monthly price of gas for the previous calendar year's production of gas from the lease premises, or if such price information 
is not available from the lease premises then the computation shall be made using the average monthly price of LESSEE'S 
production in the closest proximity to the lease premises. This payment shall be made to LESSOR for so long as there is a 
gas well capable of production on the lease premises, and shall be made regardless of whether or not there is a dwelling on 
the lease premises If LESSOR conveys a portion of its interest in the premises, LESSOR may convey its entitlement to the 
cash equivalency for the reserved gas as part of such conveyance, but may not subdivide such entitlement. If the premises 
are pooled or ^rtized with other lands, the cash equivalent entitlement for reserved gas, herein referred to, shall extend 
only to the LESSOR upon whose property the well is physically located. 

6 th - LESSEE shall at any time, upon payment of all monies due hereunder up to such time, have the right to surrender 
this Lease as to all or part of the premises, and shall thereupon be released and discharged from all payments, obligations 
terms conditions and covenants contained herein, whereupon this Lease shall be null and void as to the entire premises or 
Je part thereof as to which this surrender was made, and rental and royalty payments shall cease or be reduced accordingly 
Notwithstanding the above, LESSEE shall still have the right to continue to use any pipeline and/or road rign^of way 
herein granted upon a single payment to LESSOR of one dollar ($1.00) per foot for each foot of road or pipeline 

minjT "t L f SSEE iS h6 ^ y Spa ?* d J he t0 P° o1 or ™ iti * all or any part of the premises with any other leases, lands, 
mineral estates, or any of them whether owned by the LESSEE or others, so as to create one or more drilling or production 
units Such units shall not exceed six hundred forty (640) acres in extent. LESSEE shall record a copy of the u^h 

^^^SS^C^^^ ^ iCh *° f remiSe l are l0Cated ' «* maiI a C °P y mereof t0 LESSOR - ^ ontor to give 
effect to the known units of the oil and gas pool, as such limits may be determined from available geological or scientific 

SSS?? OT / I" 8 °P~'. LESSEE ™y * any time increase or decrease that portion of theorem! e to is 
LESSOR A^t r V^T^ ° F 6XClude k alt0gether > provided ** written notice thereof shall be given to 
T^l tt IZt ' SSOR in HeU ° f the r ° yalty herein described ' such Portion of such 

rl i ? * V 1116 P remise i in such bears * *e total acreage included in such unit. The commencement, 
tt ITLT l° r P r0duc T fr r. a We " ° n any P0rti0n of a unit includin S all or some of the premises shall have 
o^ m^rernIseL UP ° n ^ * ^ ™ if ' ^ ™ commenced > ^ completed or producing 

8 th - All expressed or implied covenants^ this Lease shall be subject to all federal, state and local laws orders rules 
and regulations. If LESSEE is unable to fu«^n|mt hftgg'^cra, ^^^r^lSSiS^ 
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acts of God (such as natural disasters), wars, civil disturbances, insurrections, riots, epidemics, equipment or pipeline 
breakdown or freeze-up, or similar causes not reasonably within the control of LESSEE, for such time as such situation 
exists, the term of this Lease shall be extended for an equal period of time, and LESSEE'S obligation to fulfill its covenants 
under this Lease shall be suspended for such period of time. 

9 th - This Lease may be executed in counterparts each having the same validity as the original. Should any one or 
more of the parties named as LESSOR or owning a mineral interest in the premises fail to execute this Lease it 
nevertheless shall be binding upon all such parties who do execute it as LESSOR. 

10 th - LESSEE shall have the right to assign this Lease or any interest therein, and the assignee of LESSEE shall have 
corresponding rights, pnvileges and obligations with respect thereto. All terms, conditions and covenants between the 
parties hereto shall extend to their respective heirs, successors, personal representatives and assigns. If LESSEE assigns 
this Lease or any interest therein, LESSOR will look solely to assignee for fulfillment of all obligations of the Lease or of 
the interest assigned, as the case may be. Representations other than those contained herein shall not be binding on either 
party. 

1 1 th - LESSEE'S exercise of any right or entitlement granted under this Lease shall continue this Lease in full force 
w feci? • ° ^ ^ d entitlements herein, and each right and entitlement granted herein may be exercised 

by LESSEE simultaneously with its exercise of one or more other rights and entitlements, or singly, on a continuing basis. 

12* - ■Attached hereto -and j incorporated herein for all purposes is an Addendum setting forth additional terms and 
provisions to which LESSOR and LESSEE hereby expressly agree. 

The following applies only in the State of New York: 

IF THIS LEASE BECOMES FORFEITED, TERMINATED OR EXPIRES, THE LESSEE, OR IF THE LEASE 
^fwfe^l 1 ^ ™ E ASSIGNEE 18 SQUIRED TO PROVIDE A DOCUMENT CANCELLING THE 
<f ™ AT N ° C ° ST T ° THE CURRENT LANDOWNER. IF THE LESSEE OR ASSIGNEE 

FAILS TO CANCEL THE LEASE, THE CURRENT LANDOWNER MAY COMPEL A CANCELLATION 
PURSUANT TO SECTION 15-304 OF THE GENERAL OBLIGATIONS LAW. ^CHLLA HON 

THIS IS A LEASE OF OIL AND GAS RIGHTS, NOT A SALE, CONTAINING TERMS THAT MAY BF 
NEGOTIATED BY YOU. YOU HAVE THE RIGHT TO CANCEl'tHIS LEASE WITHIN THRM BL^MNE^S 
DAYS AFTER EXECUTION OF THE LEASE BY NOTIFYING THE LESSEE THAT YOU HAVE CANCELLED 
THIS CONTRACT. IN ORDER TO CANCEL THE LEASE, YOU B^ETO^^ ^SSfS 
^ EL T L c ATION IN THE F ° RM PROVIDED BELOW, MAIL IT TO THE LESSEE AND REFUN^ aS 
^FEC??VE PAID T ° BY ™ LESSEE WITHIN ™ E THREEDAY CANCELLATION PTODTO 



NOTICE OF CANCELLATION 
I/WE HEREBY CANCEL THIS LEASE. 



SIGNATURE^): 
DATED: 



THE PERSON PRESENTING THIS LEASE TO YOU IS AN EMPLOYEE OF NATURAL RESOURCES 
MA 2 A ,™ NT ' WHICH THR OUGH THE AMERICAN ASSOCIATION OF PRO^F^SS^^L^ E LAP^^EN 
(AAPL) IS SUBJECT TO A CODE OF CONDUCT. IF THE PERSON PRESENTING THIS LEASE TO von f 

YOL^WITH^ T^S^^LE ASE^^^F^ A PP ^ ° F ™ E CODE ° F ^^^Sl^i 
YOU WITH THIS LEASE. IF APPLICABLE, THE CODE OF CONDUCT PROVIIIFS A m«P¥iTr 

SS^c MECHANISM TOR ANY DISPUTE THAT YOU MAY HAVERE^Zng ™ M^S Sy 
WHICH THIS LEASE WAS PRESENTED TO YOU. IF YOU HAVE ANY SUCH DISPUTO WTIMiV 
INVOKE THE DISPUTE RESOLUTION MECHANISM OF THE CODE mSv^lychmAC^ml 
THE PERSON OR PERSONS DESIGNATED IN THE CODE OF CONDUCT \ THE FAILURE OF ThIISsee 
TO PAY ANY ROYALTIES AS REQUIRED UNDER THE TERMS OF THE LEASEFORAPEWODOF^>UR 
52J ™f I U . T ^ E c M ° NTHS ° R MORE SHALL BE A DEFAULT UNLESS OTHERWISE PROVIDED ByIaW 
AND WILL RESULT IN CANCELLATION OF THE LEASE APPLICABLE TO THE TARGET TOKMATiiW 
OF THE WELL WITHIN THE SPACING UNIT, FOLLOWING WRTTTEN NOTIFICATION^ TO TH^LeS 
OF YOUR INTENT TO CANCEL AND SIXTY DA^ F^THE L^jj £0 CURE TthE DEFA ™ " TOE 
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«5S5L I ^L A BONAFIDE DISPUTE REGARDING THE GROUNDS FOR CANCELLATION, SUCH 
DISPUTE AND THE REASONS THEREFOR MUST BE PROVIDED TO YOU IN WRITING OR THE 

^1^tT^ UST BE CURED WITHIN SUCH SIXTY DAY PE RIOD, OTHERWISE THE LEASE SHALL BE 
CANCELLED. 



IN WITNESS WHEREOF, LESSOR and LESSEE have duly executed this Oil and Gas Lease on the dates shown in 
their respective acknowledgments hereinbelow, to be effective for all purposes, however, as of the Effective Date set 
forth hereinabove. 



LESSORS: 

Printed Name: 3 G's Realty Cornoanv. LL 
Prtnfed Name: ^ 



tot 




Printed Name; 



LESSEE^ SE 



NECA RESOURCES CORPORATION 



Printed Name: DaleRowekamp 
Title: General Manager, East Division 



[ACKNOWLEDGMENTS ON FOLLOWING PAGE] 
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4 \il ACKNOWLEDGMENT 

STATE OF Nl j 

COUNTY OF CA\Jlif) fV J S * 

^ct^fi" In ^H QV ^ ^ r^ 0g7 . 2007, before me the undersigned, personally 

fPP^ C- WesleyGregory, HI, authonzed representative for 3G's Realty Comnanv r I .C personally known to me or proved to me on 
the basis of satisfactory evidence to be the individual(s) whose name(s) is (are) subscribed to the within instrument and acknowledged to 
me that he/she/they executed the same in his/her/their capacity(ies), and mat J* his/her/their signature(s) on the instrument, the 
mdividual(s), or the person upon behalf of which the individual(s) acted, executed/fheihstrumem A A 

COLLEEN M. SEELEY / 
Notary Public, State of New York 
Qualified in Cayuga County _ 
My Commission Expires July 28, ^J£>\ 



ACKNOWLEDGMENT OF SUBSCRIBING WITNESS 
STATE OF NEW YORK ) 
COUNTY OF £$-\f | SS * 

^On^e^S^yo fX b^Q^W^ , 2007, before me personally came 

J^IST J' u • ^ ^ t \* V - r-, ' subscnbm g witness t0 the annexed instrument with whom I am personally 

acquainted, who, being duly sworn, said that he/she was acquainted with ^ d * 

h^!^ Cm ^ ^ pe ; s t \ des ^ ribe ? «d who executed said instrument, and he/she saw him/her/them execute the same and that 
he/she/they acknowledged to him/her that he/she/they executed the same and he/she thereupon subscribed his/her name as a witness 

GIVEN UNDER MY HAND AND SEAL OF OFFICE this day of 2007. 



Notary Public 



ACKNOWLEDGMENT - [NY] 



STATE OF NEW YORK 



} SS: 



COUNTY OF ERIE } 

«M of in the year 2007 before me, the undersigned, a Notary Public in and for 

said State personally appeared Dale A. Rowekamp, personally known to me or proved to me on thebasis of satisfactory 
evidence to be the individual whose name is subscribed to the within instrument and acknowledged to me that he executed 
the same in his capacity and that by his signature on the instrument, the individual, or the person upon behalf of which the 
individual acted, executed the instrument. 




Notary Public 



H:\MTO\FORMS\SRC East-Oil&GasLease-New ^-^n^O^-Npral 



>urces Form-Standard.doc 



MICHAEL J. COLMERAUER 
Notary Public, State of New York 
Qualified in Erie County ~ \c - t ^ 
My Commission Expires fa 



65887/4; 



ADDENDUM 



Attached to and made a part of that certain Oil and Gas Lease dated AJqo^Lt ?>q z^yi 2 007 by and 
between 3G's Realty Company, LLC , as Lessor, and Seneca Resources Corporation, a Pennsylvania corporation, as Lessee. 

1. It is agreed that with respect to any damages resulting from LESSEE'S operations, LESSEE shall repair and 
restore the surface of the the premises as nearly as possible to the condition in which said land existed at the time 
of the commencement of drilling operations on the premises. The restoration work shall be done at the sole 
expense of LESSEE. It is understood and agreed that LESSEE'S obligations under this paragraph survive anv 
termination of this Lease or any part thereof. 

2. Lessor and Lessee shall mutually consent to all well locations, road locations and pipeline locations. 

3. Notwithstanding anything to the contrary in the Lease, LESSOR shall not be responsible for and LESSEE shall 
defend, indemnify and hold harmless LESSOR and its heirs, successors and assigns (collectively the 

Indemnitees") against any and all claims, damages, losses and expenses for bodily injury, property damage or 
financial loss ("Claims") arising out of LESSEE'S acts or omissions, except to the extent a Claim arises out of an 
Indemnitee's gross negligence or willful misconduct. This provision shall survive any termination of this Lease or 
any part thereof. 

4. LESSOR shall be compensated at the fair market value for any trees, crops, fences, fixtures or structures 
damaged and/or removed from the leased premises by LESSEE. 



LESSOR'S INITIALS: 



LESSEE'S INITIALS: 
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